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At a Glance

Each year, the Congressional Budget Office publishes a report presenting its budget projections and
economic forecast for the next 30 years under the assumption that current laws governing taxes and
spending generally do not change. This report is the latest in the series.

®  Deficits. At 3.9 percent of gross domestic product (GDP), the projected deficit in 2022 is
much smaller than those recorded in 2020 and 2021, because federal spending in response to
the coronavirus pandemic has waned and revenues have risen sharply. Nevertheless, in CBO’s
projections, federal deficits over the 2022-2052 period average 7.3 percent of GDP (more than
double the average over the past half-century) and generally grow each year, reaching 11.1 percent
of GDP in 2052. That projected growth in total deficits is largely driven by increases in interest
costs: Net interest outlays more than quadruple over the period, rising to 7.2 percent of GDP in
2052. Primary deficits—that is, deficits excluding net outlays for interest—grow from 2.3 percent
of GDP in 2022 to 3.9 percent in 2052.

® Debt. By the end of 2022, federal debt held by the public is projected to equal 98 percent of GDP.
The rapid growth of nominal GDP—which reflects both high inflation and the continued growth
of real GDP (that is, GDP adjusted to remove the effects of inflation)—helps hold down the
amount of debt relative to the nation’s output in 2022 and 2023. In CBO’s projections, debt as
a percentage of GDP begins to rise in 2024, surpasses its historical high in 2031 (when it reaches
107 percent), and continues to climb thereafter, rising to 185 percent of GDP in 2052.

Debt that is high and rising as a percentage of GDP could slow economic growth, push up interest
payments to foreign holders of U.S. debt, heighten the risk of a fiscal crisis, elevate the likelihood
of less abrupt adverse effects, make the U.S. fiscal position more vulnerable to an increase in
interest rates, and cause lawmakers to feel more constrained in their policy choices.

® Spending. In CBO’s projections, outlays in 2022 are 23.5 percent of GDP—Iess than last year’s
total—and they continue to decline in 2023 and 2024 as federal spending in response to the
pandemic diminishes. Outlays then steadily increase, reaching 30.2 percent of GDP in 2052.
Rising interest costs and growth in spending on the major health care programs and Social
Security—driven by the aging of the population and growth in health care costs per person—
boost federal outlays significantly over the 2025-2052 period.

® Revenues. In CBO’s projections, revenues rise to 19.6 percent of GDP in 2022, one of the highest
levels ever recorded, because of sizable increases in collections of individual income taxes. After
falling in relation to the size of the economy for the next few years, revenues increase in 2026,
largely because of scheduled changes in tax rules. They continue to rise after 2030 as an increasing
share of income is pushed into higher tax brackets. In 2052, revenues reach 19.1 percent of GDP.

Future economic conditions are uncertain. But even if they were more favorable than CBO currently
projects, debt in 2052 would probably be much higher than it is today. Moreover, according to
CBO’s analysis, if future paths for spending and revenues were more consistent with such paths in the
past, debt in 2052 would probably be much higher than CBO projects.

In this year’s projections, debt as a percentage of GDP is lower in most years than CBO projected last
year. In the current projections, federal debt rises from 98 percent of GDP in 2022 to 180 percent

in 2051. Those amounts are lower than CBO’s previous projections—Dby 4 percentage points and

22 percentage points, respectively.

www.cbo.gov/publication/57971
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Notes

The Congressional Budget Office’s extended baseline projections follow the agency’s 10-year baseline
budget projections and then extend most of the concepts underlying those projections for an addi-
tional 20 years. In accordance with statutory requirements, CBO’s projections reflect the assumptions
that current laws generally remain unchanged, that some mandatory programs are extended after their
authorizations lapse, and that spending on Medicare and Social Security continues as scheduled even
if their trust funds are exhausted.

The budget projections in this report are based on CBO’s economic projections and include the
effects of legislation enacted through April 8, 2022. The economic projections reflect economic
developments through March 2, 2022. The projections do not include budgetary or economic effects
of subsequent legislation, economic developments, administrative actions, court rulings, or regulatory
changes.

Unless this report indicates otherwise, all years referred to are federal fiscal years, which run from
October 1 to September 30 and are designated by the calendar year in which they end. Budgetary
values, such as the ratio of debt or deficits to gross domestic product (GDP), are calculated on a fiscal
year basis; economic variables, such as GDP or interest rates on Treasury securities, are calculated on a
calendar year basis.

When October 1 (the first day of the fiscal year) falls on a weekend, certain payments that ordinarily
would have been made on that day are instead made at the end of September and thus are shifted into
the previous fiscal year. In this report, budget projections have been adjusted to exclude the effects of
those timing shifts.

Numbers in the text, tables, and figures may not add up to totals because of rounding.

Unless this report specifies otherwise, Medicare outlays are presented net of premiums paid by benefi-
ciaries and other offsetting receipts, which reduce outlays for the program.

In this report, the term “additional cost growth” is used instead of “excess cost growth” (which was
used in past reports) to describe the amount by which the growth rate of nominal health care spend-
ing per person (adjusted to remove the effects of demographic changes) exceeds the growth rate of
potential GDP per person.

Detailed projections about the size of the U.S. population and its age and sex composition are pre-
sented in a companion report; see Congressional Budget Office, 7he Demographic Outlook: 2022 to
2052 (July 2022), www.cbo.gov/publication/57975.

Supplemental information files—the data underlying the tables and figures in this report, supple-
mental budget projections, and the economic variables underlying those projections—are posted
on CBO’s website (www.cbo.gov/publication/57971#data). Previous editions of this report are also
available on the website (https://go.usa.gov/xmezZ).
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Visual Summary

In this report, the Congressional Budget Office describes its projections of what the federal budget would look like
over the next 30 years if current laws generally remained unchanged; it also presents the economic forecast underlying
those projections. The United States faces a challenging fiscal outlook according to those extended baseline projections,
which show budget deficits and federal debt held by the public growing steadily in relation to gross domestic product
(GDP) over the next three decades.

Deficits
and Debt

Federal deficits are projected to nearly triple over the next 30 years, from 4 percent of GDP in
2022 to 11 percent in 2052. Such persistently growing deficits would cause federal debt held by

the public, which is already high, to continue to rise even further. In CBO’s projections, such

debt reaches 185 percent of GDP in 2052.
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See Figure 1-1on page 6

Net interest outlays more
than quadruple as a
percentage of GDP over

the 2022-2052 period

in CBO’s projections,
reaching 7.2 percent of GDP
in 2052. Primary deficits
(which exclude net interest
costs) grow in most years
and reach 3.9 percent

of GDP at the end of the
projection period; they
exceed the 50-year average
of 1.5 percent of GDP
throughout the period.

Debt is projected to rise in
relation to GDP over the
30-year period, and it is on
track to grow even larger
after 2052.
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Spending and
Revenues

In CBO’s projections, federal spending grows from an average of 23 percent of GDP over the
2022-2032 period to an average of 29 percent of GDP over the 2043-2052 period. Federal rev-

enues increase from an average of 18 percent of GDP over the 2022-2032 period to an average

of 19 percent over the 2043-2052 period.
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See Figure 2-1on page 16

Outlays, by Category
Percentage of Gross Domestic Product
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See Figure 2-2 on page 17

The gap between outlays
and revenues widens over
the long term. Outlays
increase faster than
revenues—mainly because
of rising interest costs

and growth in spending
for Medicare and Social
Security—resulting in ever-
larger budget deficits.

Rising interest rates and
mounting debt cause net
interest outlays to increase
from 1.6 percent of GDP

in 2022 to 7.2 percent in
2052 in CBO’s projections.
Outlays for the major health
care programs also rise,
from 5.8 percent of GDP

in 2022 to 8.8 percent in
2052. Likewise, outlays for
Social Security increase

in almost every year of

the period.
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Spending and
Revenues
(Continued)

Revenues, by Source
Percentage of Gross Domestic Product
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See Figure 2-6 on page 22

Composition of Changes in Revenues, 2020 to 2052
Percentage of Gross Domestic Product
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See Figure 2-7 on page 23

Measured as a percentage
of GDP, revenues in 2022
are projected to be at one
of the highest levels ever
recorded. As temporary
factors that boosted tax
receipts fade, revenues
fall in relation to the size of
the economy for the next
few years. They increase in
2026, largely because of
the scheduled expiration
of some provisions of the
2017 tax act.

Over the long term, the
largest source of growth

in tax revenues is real
bracket creep—the process
in which, as income rises
faster than prices, a larger
proportion of income
becomes subject to higher
tax rates.
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The Economy In CBO’s projections, real potential GDP (that is, the maximum sustainable output of the econ-
omy, adjusted to remove the effects of inflation) grows more slowly throughout the 2022-2052
period than it has, on average, over the past 30 years. Beginning in 2028 and continuing through
the end of the projection period, potential output and actual output grow at the same rate, and
the level of real GDP remains about 0.5 percent below the level of real potential GDP. That gap
between real GDP and real potential GDP reflects the agency’s assessment that actual output
falls short of potential output by more and for longer during and after economic downturns than
actual output exceeds potential output during economic booms.

The growth of real potential GDP is determined by the growth of the potential labor force (the
labor force adjusted for fluctuations in the business cycle) and the growth of potential labor force
productivity (potential output per member of the potential labor force).

Composition of the Growth of Real Potential GDP
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: projected to grow more
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30 years than it did over
the past 30 years, mostly
Real Potential GDP because the potential labor
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in the past. From 2022

to 2052, the growth of
real potential GDP slows
primarily because the
growth of potential labor
force productivity slows in
Potential Labor Force those years.
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See Figure 3-2 on page 27



Chapter 1: Deficits and Debt

Overview

If current laws governing taxes and spending gener-

ally remained unchanged, the federal budget defi-

cit, measured in relation to gross domestic product
(GDP), would nearly triple over the next 30 years, the
Congressional Budget Office projects. Those growing
deficits are projected to drive up federal debt held by the
public substantially. As a percentage of GDE, such debt
in 2052 would far exceed any previously recorded level
and be on track to increase further (see Figure 1-1).

As federal spending in response to the coronavirus pan-
demic wanes and revenues rise sharply, this year’s budget
deficit is set to be much smaller than those recorded in
2020 and 2021. Nevertheless, in CBO’s projections,
federal deficits are large by historical standards and gen-
erally grow over the next 30 years, reaching 11.1 percent
of GDP in 2052." In the past 100 years, the deficit has
been that large only during World War II and during
the pandemic in 2020 and 2021. The projected growth
in deficits is largely driven by increases in interest costs.
Opver that period, deficits average 7.3 percent of GDP,
more than double the average over the past half-century.

Those persistently increasing deficits generate high-and-
rising debt in the agency’s projections. Measured in rela-
tion to GDD, federal debt held by the public dips over
the next two years but then rises, reaching 110 percent
at the end of 2032—the highest it has ever been. Debt
continues to climb thereafter and reaches 185 percent of
GDP at the end of 2052.

Such high and rising debt could have significant eco-
nomic and financial consequences. It could, among
other things, slow economic growth, drive up inter-
est payments to foreign holders of U.S. debt, elevate
the risk of a fiscal crisis, increase the likelihood of less
abrupt adverse effects, make the U.S. fiscal position
more vulnerable to an increase in interest rates, and

1. The long-term projections of federal spending, revenues, deficits,
and debt in this report are consistent with the baseline budget
projections and the economic forecast for 2022 to 2032 that
CBO published in May 2022. See Congressional Budget Office,
The Budget and Economic Outlook: 2022 to 2032 (May 2022),
www.cbo.gov/publication/57950.

cause lawmakers to feel more constrained in their
policy choices.

CBO estimated the size of changes in spending or
revenues that would be needed if lawmakers wanted to
achieve certain targets for federal debt held by the public.
The size of those changes would depend on the level of
debt that lawmakers wanted to achieve and when the
changes were implemented. In addition, how and when
lawmakers responded to high and rising debt would
determine who bore the burden of the changes in spend-
ing or taxes and who realized the economic benefits of
those changes.

Even if federal laws remained unchanged, CBO’s budget
projections would be subject to considerable uncertainty.
Those projections depend on the agency’s economic
projections and many other factors, including the course
of the ongoing pandemic. Developments that diverged
from those underlying CBO’s projections could lead to
budgetary outcomes that were very different from those
reported here. That uncertainty increases in later years of
the projection period because changes in the economy,
demographics, and a variety of other factors are more
difficult to anticipate over longer time horizons.

This analysis does not account for some contingencies
that could have significant effects on the budget—for
example, an economic depression (such as the Great
Depression of the 1930s), a catastrophe or major war,
unexpectedly significant effects of climate change, or the
development of a previously underused natural resource.
Such occurrences could create conditions in the next

30 years that are substantially better or worse than those
reflected in the historical data on which CBO based

its analysis.

Deficits and Debt Through 2052

In CBO’s projections, deficits drop below 4.0 percent

of GDP for a few years and then generally rise again
through 2052. Similarly, debt measured as a percentage
of GDP dips for two years before increasing through
2052 as the federal government persistently incurs budget
deficits that are large relative to the size of the economy.
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Figure 1-1.
Deficits and Debt
Percentage of GDP
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Data source: Congressional Budget Office. See www.cbo.gov/publication/57971#data.

Primary deficits exclude net outlays for interest.

GDP = gross domestic product.

Deficits

The total deficit—that is, the deficit including net out-
lays for interest—in 2022 is estimated to be 3.9 percent
of GDD, significantly smaller than it was in 2021. In
CBO’s projections, the total deficit declines to 3.7 per-
cent of GDP in 2023 before increasing again. Over the
2043-2052 period, those deficits average 10.0 percent
of GDP—almost three times the 3.5 percent of GDP
they averaged over the past 50 years (see Table 1-1).
Moreover, in years in the past half-century when unem-
ployment was relatively low, as it is in CBO’s projections,
the average total deficit was even smaller.

Primary deficits—that is, deficits excluding net outlays
for interest—capture the aspects of federal spending

and revenues that policymakers can, in principle, affect
directly through legislation; thus, they are the main
mechanism through which lawmakers can influence the
trajectory of federal debt and net interest outlays. In
CBO’s extended baseline projections, the primary deficit
grows from 2.3 percent of GDP in 2022 to 3.9 percent
of GDP in 2052, exceeding the 1.5 percent of GDP such
deficits averaged over the past 50 years in every year of
the projection period. Persistently large primary deficits
increase federal debt and, in turn, net interest outlays in
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Table 1-1.

Key Projections in CBO’s Extended Baseline

Percentage of Gross Domestic Product

Projected Annual Average

2022 2023-2032 2033-2042 2043-2052
Revenues
Individual income taxes 10.6 9.6 10.0 10.5
Payroll taxes 5.9 5.9 5.8 5.8
Corporate income taxes 1.6 1.5 1.4 1.3
Other® 1.4 1.1 1.2 1.3
Total Revenues 19.6 18.1 18.4 18.9
Outlays
Mandatory
Social Security 4.9 55 6.1 6.3
Major health care programs® 58 6.2 7.6 8.6
Other 4.3 2.4 2.1 1.9
Subtotal 14.9 14.2 15.8 16.8
Discretionary 7.0 6.5 6.0 6.0
Net interest 1.6 2.6 4.0 6.2
Total Outlays 235 23.2 25.8 28.9
Deficit -3.9 -5.1 -7.4 -10.0
Debt Held by the Public at the End of the Period 98 110 140 185
Memorandum:
Social Security
Revenues© 4.5 4.6 4.6 4.5
Outlays¢ 49 5.5 6.1 6.3
Contribution to the Federal Deficit® -0.4 -1.0 -1.5 -1.8
Medicare
Revenues and offsetting receipts® 2.3 2.3 2.8 31
Outlays? 3.8 4.6 6.1 71
Contribution to the Federal Deficit® -1.5 -2.3 -3.4 4.1
Gross Domestic Product at the End of the Period (Trillions of dollars) 24.7 36.7 52.6 74.5

Data source: Congressional Budget Office. See www.cbo.gov/publication/57971#data.
This table provides the information specified in section 3111 of S. Con. Res. 11, the Concurrent Resolution on the Budget for Fiscal Year 2016.

The extended baseline projections, which generally reflect current law, follow CBO’s 10-year baseline budget projections and then extend most of the concepts
underlying those projections for an additional 20 years.

When October 1 (the first day of the fiscal year) falls on a weekend, certain payments that ordinarily would have been made on that day are instead made at the
end of September and thus are shifted into the previous fiscal year. All projections have been adjusted to exclude the effects of those timing shifts.

a. Consists of excise taxes, remittances to the Treasury from the Federal Reserve System, customs duties, estate and gift taxes, and miscellaneous fees and
fines.

b. Consists of outlays for Medicare (net of premiums and other offsetting receipts), Medicaid, and the Children’s Health Insurance Program, as well as subsidies
for health insurance purchased through the marketplaces established under the Affordable Care Act and related spending.

¢. Includes all payroll taxes for the program except for those paid by the federal government on behalf of its employees; those payments are intragovernmental
transactions. For Social Security, income taxes paid on Social Security benefits, which are credited to the trust funds, are included; for Medicare, premiums
and other offsetting receipts are included. Amounts shown do not include any interest credited to the trust funds.

d. Does not include outlays related to the administration of the program, which are discretionary. For Social Security, outlays do not include intragovernmental
offsetting receipts stemming from the employer’s share of payroll taxes paid to the Social Security trust funds by federal agencies on behalf of their
employees.

e. The contribution to the deficit shown here differs from the change in the trust fund balance for the program. It does not include intragovernmental
transactions, interest earned on balances, or outlays related to the administration of the program.
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later years of the projection period. Combined with rising
interest rates, large and sustained primary deficits cause
net interest outlays measured as a percentage of GDP

to more than quadruple over the period: They rise from

1.6 percent of GDP in 2022 to 7.2 percent in 2052.

Federal Debt Held by the Public

Measured in relation to the size of the economy, debt
dips from 100 percent of GDP at the end of 2021 to
96 percent in 2023 in CBO’s projections. The rapid
growth of nominal GDP over that period—which
reflects both high inflation and the growth of real GDP
(that is, GDP adjusted to remove the effects of infla-
tion)—helps hold down debt measured as a percentage
of GDP. After 2023, debt rises. It reaches 185 percent
of GDP in 2052—far higher than its historical peak of
106 percent of GDP recorded in 1946, immediately after
World War II—and is on track to rise higher still.

Consequences of High and

Rising Federal Debt

If federal debt continued to rise in relation to GDP at
the pace that CBO projects it would under current law,
the economy would be affected in two significant ways in
the long term:

® That debt path would raise borrowing costs
throughout the economy, reduce private investment,
and slow the growth of economic output over time.

® Rising interest costs associated with that debt would
drive up interest payments to foreign holders of U.S.
debt, decreasing the nation’s net international income.

Persistently rising debt would also pose significant risks
to the fiscal and economic outlook.? Such a debt path
would have the following effects:

8 [t would elevate the risk of a fiscal crisis—that is, a
situation in which investors lose confidence in the
U.S. government’s ability to service and repay its deb,
causing interest rates to increase abruptly, inflation to
spiral upward, or other disruptions to occur.

® [t would increase the likelihood of less abrupt, but
still significant, adverse effects, such as creating
widespread expectations of higher rates of inflation,
eroding confidence in the U.S. dollar as the dominant
international reserve currency, or making it more
difficult to secure financing for public and private
activities in international markets.

2. For a fuller discussion of federal debt and the consequences of its
growth, see Congressional Budget Office, Federal Debt: A Primer
(March 2020), www.cbo.gov/publication/56165.

® It would make the United States’ fiscal position more
vulnerable to an increase in interest rates because
costs to service federal debt rise more for a given
increase in interest rates when debt is higher than
they do when it is lower.

® Policymakers might feel constrained from implementing
deficit-financed fiscal policy to respond to unforeseen
events or for other purposes, such as to promote
economic activity or strengthen national defense.

Slower Economic Growth

High and rising federal debt such as that resulting from
the federal borrowing in CBO’s extended baseline pro-
jections would, over time, push up borrowing costs in all
sectors of the economy, reduce private investment, and

slow the growth of GDDP, all else being equal.

Higher debt tends to lead to higher interest rates and
thus increased borrowing costs in both the public and
private sectors. When the government borrows, it does so
from people and businesses whose savings would oth-
erwise finance private investment in productive capital,
such as housing and commercial structures. The portion
of private savings used to buy Treasury securities is no
longer available to fund such investment, so the borrow-
ing costs of both the private and public sectors increase.

On net, an increase in government borrowing reduces
private investment. The increases in borrowing costs
reduce private investment, but at least three other effects
tend to boost private investment and partially offset
that reduction:

® Additional government borrowing strengthens the
incentive to save—in part, by driving up interest
rates—but the increase in private saving is not as large
as the increase in government borrowing; national
saving (or the amount of domestic resources available
for investment) thus declines.’

® Higher interest rates tend to attract more foreign
capital to the United States, and some of those funds
become available for private investment.

3. In CBO’s assessment, another reason that an increase in
government borrowing would strengthen the incentive to save
is that some people would expect policymakers to raise taxes or
cut spending in the future to cover the cost of paying interest
on the additional federal debt. As a result, some of those people
would increase their saving to prepare for paying higher taxes or
receiving less in benefits. See Jonathan Huntley, 7he Long-Run
Effects of Federal Budger Deficits on National Saving and Private
Domestic Investment, Working Paper 2014-02 (Congressional
Budget Office, February 2014), www.cbo.gov/publication/45140.
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®  Borrowing that supports increased high-quality
and effective federal investment typically boosts
private-sector productivity, investment, and output.
However, the increasing deficits and debt in
CBO’s projections result primarily from increases
in noninvestment spending. For instance, federal
spending for Social Security, Medicare, and Medicaid
for people age 65 or older, which accounts for less
than 30 percent of all federal noninterest spending in
2022, accounts for more than 40 percent in 2052.

In CBO’s assessment, the increases in private investment
stemming from those three factors would not be as large
as the reduction in private investment stemming from
the additional government borrowing.

The reduction in private investment would slow eco-
nomic growth. If investment in capital goods declined,
workers would, on average, have less capital to use in
their jobs. As a result, they would be less productive,
their compensation would be lower, and they would thus
be less inclined to work. Those effects would increase
over time as federal borrowing grew.

Increased Interest Payments to

Foreign Holders of U.S. Debt

If federal debt continued to rise, the government would
spend more on interest payments. Larger outlays for
interest would include an increase in payments to foreign
investors, who currently hold roughly one-third of all
federal debt held by the public (or 45 percent of such
debt not held by the Federal Reserve). The increases in
interest payments to foreign investors would, in turn,
reduce the nation’s net international income—the dif-
ference between the nation’s income (as measured by its
gross national product, or GNP) and its total production
(as measured by GDP).* Typically, the nation’s net inter-
national income is positive—that is, GNP exceeds GDP.
When net international income falls, national income
also declines, all else being equal.

Greater Risk of a Fiscal Crisis
The likelihood of a fiscal crisis increases as federal debt
continues to rise, because mounting debt could erode

4. Whereas GDP is the value of all final goods and services
produced within the borders of the United States (whether the
labor and capital used to produce them are supplied by residents
or nonresidents), GNP is the value of all final goods and services
produced by labor and capital supplied by residents of the United

States, regardless of where that labor and capital are located.

investors’ confidence in the U.S. government’s fiscal posi-
tion. Such an erosion of confidence would undermine
the value of Treasury securities and drive up interest

rates on federal debt as investors demanded higher

yields to purchase those securities. Concerns about the
government’s fiscal position could lead to a sudden and
potentially spiraling increase in people’s expectations for
inflation, a large drop in the value of the dollar, or a loss
of confidence in the government’s ability or commitment
to repay its debt in full, all of which would make a fiscal
crisis more likely.

A fiscal crisis could lead to a financial crisis. In a fiscal
crisis, dramatic increases in Treasury rates would reduce
the market value of outstanding government securities,
and the resulting losses incurred by holders of those secu-
rities—including mutual funds, pension funds, insurance
companies, and banks—could be large enough to cause
some financial institutions to fail. Because the United
States plays a central role in the international financial
system, such a crisis could spread globally.

Risk Factors. The risk of a fiscal crisis depends on factors
beyond the amount of federal debt. Ultimately, it is the
cost of servicing the debt and the ability to refinance it
as needed that matter. Among the factors affecting those
two things are investors’ assessment of the outlook for
the budget an